
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world by JSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.jstor.org/participate-jstor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



308 



ADVOCATE OF PEACE 



August 



However, all of these guesses were rendered a bit dubious 
by Mr. Lloyd-George's statement in Commons, on July 25, 
that he would make an announcement as soon as it was 
possible to do so without endangering the negotiations, but 
that in the meantime he warned "the members they must 
not accept accounts in the public press as to the terms, be- 
cause all of those I have seen are inaccurate." And Sir 
James Craig had caused much confusion among those trying 
to make deductions by giving out a statement on July 18, 
before leaving London for Belfast, to the effect that Ulster 
had settled her problem by setting up her own parliamentary 
government, and that the negotiations were between Mr. 
Lloyd-George and Mr. de Valera with respect to the area 
outside of Ulster. 

While the speculation was it its height over the terms set 
forth by the British, Mr. de Valera was back in Dublin in 
conference with the leaders of Sinn Fein, and on July 28 a 
dispatch from that city stated that an unusual air of opti- 
mism prevailed, that a communication soon was expected to 
go from Mr. de Valera to Mr. Lloyd-George, and that a con- 
ference probably would be arranged soon between Mr. de 
Valera and Sir James Craig. There was talk that Dail 
Eireann soon would be assembled to consider the British 
proposals, and that a large number of the members of the 
Sinn Fein legislative body would be released from prison by 
the British to participate in the deliberations. Some of 
them already had been released. 

Mr. Chamberlain, as government leader in Commons, had 
shown the strong hope of the British that permanent peace 
was on the way by telling Parliament on July 26 that he 
hoped it would be prorogued on August 26, but that it might 
be possible to summon it again in November or December to 
pass legislation necessary to an Irish settlement. 



THE ADMINISTRATION'S PLAN TO 
REFUND FOREIGN DEBTS 

The Harding Administration has moved to adjust upon a 
peace basis the great indebtedness due this country by 
foreign nations with which it was associated in the war. 
The step is approved generally, not only as a piece of prac- 
tical business, but as tending to remove a fecund source of 
dangerous agitation by elements of the debtor nations em- 
bittered against one or another. 

Great Britain's debt to the United States, for example, 
running into the billions, with interest amounting annually, 
according to recent estimates, to $225,000,000, is already 
being used by anti-English influences to create hard feelings 
between the two nations, the intimation frequently being 
made that Great Britain has deliberately worsted the United 
States, and is consulting its own convenience and best 
interests about paying principal or interest, the while it 
seeks to supplant this country in the markets of the world. 
In less degree, similar agitation is conducted with respect 
to the indebtedness of other countries. Business-like ad- 
justment of these matters, it is believed, would go far 
toward removing such new obstacles to amity and good will. 
Moreover, adjustment of these debts on a business-like peace 
basis, in the opinion of some experts, might help materially 
in relieving the financial difficulties of the government and 
exert a beneficent reflex upon the general economic state 
of the world. The total debt is between $10,000,000,000 and 
$li ,000,000,000, and the interest on it, the rate of which is 



determined by the rate this government was paying at the 
time each loan was made, is calculated roughly at $500,- 
000,000 a year. If arrangements could be made to refund 
the debts, and begin the collection of the larger part of the 
interest, even though payment on account of the principal 
were long deferred, the effect upon American governmental 
finances would be most encouraging. 

Collection of $400,000,000 a year, it is pointed out, would 
meet approximately one-tenth of the total of appropriations 
that the Harding Administration contemplates for the fiscal 
year just ahead. A reduction in taxes in that amount, 
especially if linked with measurable curtailments in appro- 
priations for military and naval purposes, would help the 
general financial conditions of the United States, experts be- 
liece, and improvement in this country would be reflected in 
other countries. And if Great Britain began paying her in- 
terest of $225,000,000, as Winston Churchilland other of her 
statesmen have been quoted as saying she will do shortly, 
the collection of approximately $400,000,000 a year in inter- 
est might not be impossible, bearing in mind that France 
and Italy also are debtors. 

However, the usual difference of opinion between the 
administrative and legislative ends of the government as to 
legislation in relation to refunding of these debts on a peace- 
time basis has appeared. The Administration seeks what 
amounts to blanket authority to reorganize the debts. It 
has the viewpoint of men who must bear the responsibility 
for actual conduct of the refunding, who know of their own 
patriotism and devotion to the best interests of the country 
and who want ample room in which to move around when 
dealing with the debtors. But the legislative branch has its 
normal suspicions of such blanket authority. Specifically, 
it looks askance at the fact that, under the unlimited 
authority asked by the Administration, German bonds, or 
the bonds of other nations allied with Germany in the war, 
could be taken in lieu of obligations given by nations that 
were associated with the United States against the Central 
Powers. 

There is little doubt that this power would be given the 
Administration under the Penrose bill. In fact, the Admin- 
istration avows that it had the power put into the bill delib- 
erately. Secretary of the Treasury Mellon stated to the Sen- 
ate Finance Committee that, while no suggestion had come to 
him that German bonds be taken in exchange for the obliga- 
tions of other nations, it might prove advantageous to do so. 
Secretary of Commerce Hoover, the general business expert 
of the Administration, is reported to hold the same view. 
Their thought, it appears, is that Germany will make 
progress toward economic stability more rapidly than some 
of the smaller or newer nations, and that it might pay the 
United States to allow such smaller or newer nations, into 
whose hands German reparation bonds might come, to turn 
those bonds over in payment of their debts. 

Against allowing the Administration power to accept such 
substitutions of obligations, there is a view in the Senate 
which has been well expressed by Senator McKellar, Demo- 
crat, of Tennessee, who has criticized both the last and the 
present Administrations sharply for alleged secrecy about 
the details of the debts and delay in putting them on a 
sound basis. He holds that practically all of the debts due 
the country are good and can be collected ultimately ; that 
the money was loaned the other nations at par, when their 
obligations were at heavy discount in the money markets of 
the world ; and that, in view of these two facts, it would be 
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unjust to the American people to permit exchanges of the 
obligations, given the United States, for German, or Aus- 
trian, or Turkish bonds that now have little value. Senator 
McKellar went further, and argued that under the Adminis- 
tration bill all of the indebtedness to this country would be 
turned into German, Austrian or Turkish bonds, but the 
prevailing belief was that in that contention he stretched 
his argument beyond the realm of the reasonable. 

In consequence of these objections and protests from mem- 
bers of Congress, Secretary Mellon late in July sent a letter 
to Senator Penrose, chairman of the Finance Committee, 
which had the refunding bill before it, explaining the under- 
standings with the debtor nations arrived at by the Wilson 
administration and the purposes of the Harding administra- 
tion. This letter allayed the fears of the large majority of 
the Finance Committee. It was as follows: 

1. In view of the action of my predecessors, I am of the 
opinion that as to the principal foreign governments receiv- 
ing advances from the proceeds of Liberty bonds, this gov- 
ernment is committed to the postponement of the interest 
for two or three years (over two years of which have 
already elapsed) and to the spreading over subsequent years 
the payment of the proposed interest instalments; but that 
this obligation is contingent upon such foreign government 
carrying out with reasonable promptness, after this govern- 
ment is ready to proceed, a satisfactory funding of its exist- 
ing short-time obligations to this country. As to the com- 
pounding of interest, Secretary Houston in his annual report 
to Congress for the year 1920 clearly shows that it was not 
contemplated that interest should be charged on postponed 
interest, at least during the two of the three-year period. 
However, I regard the dates suggested by Secretary Houston 
in his annual report for the payment of this deferred in- 
terest as merely tentative and not a binding commitment. 

In view of the public announcement on this subject made 
by Secretary Glass, communicated as it was to foreign gov- 
ernments, reported to Congress by both Secretary Glass and 
Secretary Houston and acquiesced in for more than two 
years, I think that good faith and fair dealing obligate this 
government to the extent I have indicated. 

I do not consider that any obligations exist on the part of 
this government by reason of anything taking. place in the 
negotiations conducted by Mr. Rathbone with the represen- 
tatives of the British Government, to which reference has 
been made in the hearings before your committee. 

2. During the peace conference in Paris the representatives 
of Great Britain, France, and the United States agreed to 
recommend to their respective governments to take in satis- 
faction of their advances made to Belgium prior to Novem- 
ber 11, 1918, German reparation bonds out of a special issue 
of bearer bonds maturing May 1, 1926, to be made under 
the Treaty of Versailles, and this recommendation was com- 
municated to the Congress by the President on February 22, 
1921. No action has been taken thereon. 

Subsequently the principal European powers and Germany, 
in fixing the amount of the indemnity to be paid by Ger- 
many and the bonds to be issued in connection therewith, 
provided for an issue of what are designated as Series A 
bonds, which should include the bearer bonds above men- 
tioned. Whether what has been done will make this matter 
a subject for further consideration I cannot now say. 

3. I would like to avail myself of the present opportunity 
to clear up a matter about which there seems to be some 
misapprehension, and that is as to the power given by the 
act to accept bonds of some country other than the debtor 
country. So far as concerns the principal debtor powers, 
which together owe us (without accrued interest) more than 
$9,000,000,000, there is no intention or thought of accepting 
in payment bonds other than those of the debtor country. 
The authority now asked, however, covers debts owing to us 
by Czechoslovakia, Greece, Rumania, Russia, Serbia, Poland, 
and a large number of other countries. These countries also 
owe large amounts to the other countries. Their resources 
and their ability to pay differ widely and the conditions 
which will have to be dealt with cannot now be foreseen. 



The situation which confronts the Treasury is exceedingly 
complex, and to deal properly with it the Treasury must 
have ample powers to enable it, when the conditions of each 
debtor country have been definitely ascertained and the 
claims of all parties interested have been presented, to deal 
with the situation broadly in such a way as will, in its 
judgment, best protect the interests of this country and 
secure the payment of the principal and interest of the 
debts now owing to it. The representatives of this govern- 
ment should have equally as broad powers as the representa- 
tives of any other country, so as to be able to demand and 
accept our share of whatever form of payment and security 
may be found to be obtainable in any case. 

To accomplish this and to cover all contingencies, it was 
deemed necessary that the act should take the broad form 
in which it was presented to your committee. 

In the present existing conditions I would urge the im- 
portance of the passage of this legislation at the earliest 
practicable date. 

Sincerely yours, . ro „ 

A. W. Mellon, 

Secretary. 

Following receipt of that letter, the Finance Committee 
favorably reported the bill, with an amendment by Senator 
Penrose providing that the blanket authority given Secre- 
tary Mellon to handle the refunding shall not extend be- 
yond five years from the date of the passage of the bill. 
The vote to report the bill favorably split party lines in the 
committee. Senator Williams, Democrat, voted with Repub- 
licans, supporting the administration. Senator La Follette, 
Republican, voted with Democrats, opposing the bill. The 
probabilities are that a vote in the Senate on the measure 
will not be reached in the present extra session of Congress, 
but it is understood that the administration will put its 
power behind the measure soon after the regular session 
meets in December, and the general belief now is that it 
will be passed. 

There will be hard fighting against it, however, led in the 
Senate by Senators Borah, Reed, and La Follette. Senator 
Borah, in a speech in the Senate on July 25, argued that it 
would be better to leave the debt as it is until after the dis- 
armament conference shall have been held and its work 
completed. At present, he holds, the debt is in the form of a 
"demand" obligation, whereas if it were funded, principal 
and interest would be made payable at stated intervals over 
a long period. Senator Borah thinks the present status of 
the debt gives this country more power over the debtor na- 
tions, and he would utilize this power in the disarmament 
conference to compel the nations to eliminate their big mili- 
tary and naval expenditures. 

In his speech, which attracted more attention at the time 
in Congress than in the country, Senator Borah said : 

We are now, under this process, in fact loaning foreign 
governments about $1,000,000 a day; in that we are forgiv- 
ing the interest or deferring it we are, in fact, imposing upon 
the American taxpayers the burden of taking care of our 
taxes and continuing to loan to foreign governments at the 
rate of nearly $1,000,000 a day. To the extent which the 
foreign governments can in good faith meet this debt and 
the interest upon it, we should inform them that we expect 
that to be done. The policy should be a definite, a positive, 
and a firm policy ; otherwise it never will achieve anything. 

There is one other feature of this question to which I de- 
sire to call attention, and that is the relation of the foreign 
debt to disarmament. If I had my way about it I would 
not fund the foreign debt nor defer the interest, even assum- 
ing that at some time that might be done, until after the 
disarmament parley had concluded its final session. It may 
be a matter of very great importance in the treatment of 
the questions which will arise at that parley. Certainly, if 
the foreign governments are unable, as they say, to meet 
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their foreign debt and yet continue to expend the vast sums 
which they are now expending for armament, it would cause 
us to adopt an entirely different policy in case there should 
be a failure to agree upon disarmament. For one, if there 
should be a reluctance upon their part to enter upon any 
reasonable agreement with reference to disarmament, I 
should certainly consider that the American people would 
feel justified in insisting that they promptly arrange their 
debt and promptly meet the interest upon their debt. 

France at the present time has about 800,000 men in her 
army. She is the most thoroughly militaristic nation in Eu- 
rope, if not in the world. Her expenditures for her military 
equipment are the greatest of any powe* in the world. I 
recognize, of course, in the relationship between Germany 
and France a situation which would justify a reasonable 
preparedness on her part ; but an army of 800,000 men under 
the conditions in which Germany finds herself at the present 
time is very difficult to justify. 

The British navy will cost this year about $765,586,080 
and the British army very much more. I have seen it stated 
as high as $1,968,300,000— that is, her army in Ireland, in 
India, in China, in Mesopotamia, and so forth. I read a 
statement made by a member of Parliament that England 
is expending in her attempt to control Mesopotamia $40,000,- 
000 per month. 

Now, what is the effect of this under the present program? 
The effect of it is that the taxpayer of the United States is 
not only bearing the burdens with reference to our own 
armaments, but the American taxpayer is, in fact, carrying 
the burden of the armaments of France and England and 
Italy. Let it not be forgotten or misunderstood that under 
this policy we are not only financing our armaments pro- 
gram, but we are financing the armaments program of Eu- 
rope, or a large part of Europe. 

If I have a farm and finance it, stock it, and furnish the 
means to run it, and also furnish to my neighbor the means 
to stock his farm and run it, and collect neither principal 
nor interest, I am carrying both farms, am I not? So long 
as this debt remains unpaid and the interest remains unpaid, 
and the American taxpayer must meet the taxes which are 
imposed upon him because of the deferment of interest and 
the payment of the principal, we are taking care of the en- 
tire armaments of the United States and our late allies. I 
say, therefore, that it would be short-sighted policy, indeed, 
for the United States to place itself in a position where it 
might not modify its policy with reference to the payment 
of the debt or the interest according to the result of the dis- 
armament conference. To my mind, that is the most impor- 
tant feature at the present time connected with this question 
of the payment of the foreign debt. 

Understand me, of course, in speaking of this matter, and 
urging as I do the taking care of this debt, I recognize that 
those countries have their obligations and their difficulties 
and adversities now the same as we have; but I insist that 
there should be the best evidence of the best of faith upon 
the part of these governments in meeting their debt, and that 
the United States should insist upon that policy without 
equivocation or apology. 

I am therefore not in favor of any decisive movement with 
reference to this debt at the present time. It is there. The 
evidence of it is there. It is a legal obligation. It is just 
as binding as if it were in a bond. It is subject to call. We 
may ask for it now, the same as we could if we had a bond 
and it was due. There is no possible loss. We may utilize 
it. We may utilize the interest. There is only one thing 
involved, and that is the question of policy. There is no 
necessity for funding it for the purpose of putting it in 
better legal condition. So far no statement has been made 
as to any financial advantage. So far nothing has been said 
that would disclose an advantage to the American taxpayer, 
while upon the other hand if the debt is left subject to call, 
it is ours to utilize as emergencies arise and conditions sug- 
gest. It will play an important part at the Washington con- 
ference, whether it is ever mentioned or not. It will be 
there, coloring and shaping and directing all the proceed- 
ings, molding and shaping the councils in their final conclu- 
sions ; and it will be vastly to the advantage of the United 
States if it remains just as it is now until we shall have de- 



termined whether the world can get rid of its armaments or 
whether we are to go forward over the road which we are 
now traveling and which leads inevitably to bankruptcy or 
war, and possibly both. 

So vital and so Commanding is the question of disarma- 
ment I would utilize all the power that this great Republic 
can command to change the program relative to armaments 
which is now being carried forward ; and if I could use this 
vast debt, if the obligations which it imposes could be com- 
manded to that end, I would not hesitate to do it. I would 
be considerate, I would be courteous, to all nations, but I 
would be brutal in the exertion of all power at my command 
before I would see humanity further tortured and civiliza- 
tion destroyed by keeping up this barbarous system of crush- 
ing armaments. 



THE REFERENDUM ON WAR 

Senator E. F. Ladd, who has just entered the upper branch 
of Congress from North Dakota, that State which so often 
has shown indifference to hoary precedent, offered a few 
days ago a resolution against this country going to war until 
there shall have been a referendum, except in case of insur- 
rection or invasion. 

The resolution went to the Committee on the Judiciary, 
from which it is likely to have difficulty in emerging in a 
form satisfactory to Senator Ladd. Even among some of 
the most determined advocates of peaceful settlements of 
international disputes, there remains doubt of the wisdom 
of taking the decision as to the making of war away from 
the representatives of the people and placing it in the hands 
of the people themselves. And the Ladd resolution may lack 
fervent support from certain of those in favor of what Sen- 
ator Ladd wants; they may hold it to be ineffective, since 
it seeks merely to express "the sense of the Senate" that a 
referendum should be taken, and that may be regarded as 
not controlling any future Senate. 

However, it is quite possible that the Ladd resolution may 
evoke considerable support from elements in the Middle 
West and the Northwest which are in favor of the general 
idea, resulting in popular agitation, which is what its pro- 
ponents want at this time. Senator Ladd himself evidently 
intends to do all in his power to make his resolution the 
basis for discussion of the theory that, barring sudden re- 
bellions or invasions, declaration of war is not justifiable 
until the people who must pay have been given opportunity 
to record their opinions. Immediately upon introducing his 
resolution he made this argument to the people : 

On December 12, 1916, nearly two years and a half after 
the World War had begun and but four short months before 
we entered it, President Wilson declared in a note to the 
belligerent powers that he didn't know what the war was 
about nor did any one else, even the belligerents themselves, 
as he stated in a note to them : 

"The life of the entire world has been profoundly affected. 
Every part of the great family of mankind has felt the bur- 
den and terror of the unprecedented contest of arms. No 
nation in the civilized world can be said in truth to stand 
outside its influence or be safe against its disturbing effects. 
And yet the concrete objects for which it is being waged 
have never been definitely stated. 

"The leaders of the several belligerents have, as has been 
said, stated those objects in general terms. But, stated in 
general terms, they seem the same on both sides. Never yet 
have the authoritative spokesmen of either side avowed the 
precise objects which would, if attained, satisfy them and 
their people that the war had been fought out The world 
has been left to conjecture what definitive results, what 
actual exchange of guarantees, what political or territorial 



